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CHAPTER 1
GENERAL PROVISIONS COVERING FINANCIAL AUTHORIZATIONS FOR
CONTRACT PAYMENTS AND COLLECTIONS

0101 INTRODUCTION

010101. Department of Defense Financial Management Requlation

A. This is Volume 10, ContractPayment Policy and’rocedures, of the
Department of DefenséDoD) Financial Management RegulatiogDoD 7000.14-R). This
volume providescontractorand vendor paymenpolicy and procedures for DoDdisbursing
offices.

B. This volumeincorporates some of thgayment policy ang@roceduregrom
the Defense Logistics Agency Manu#&D00.1;Army Regulation 37-1Air Force Regulation 177-
102; Navy Comptroller ManuaNAVSO P-1000,Volume 4; MarineCorps 4200.15FMarine
Corps Purchasing Procedurédanual; andDoD Accounting Manual7220.9-M. There are
different payment systems in use at eacltheffive Defense Finance and Accounting Service
(DFAS) Centers. Each DFAS Centetll veontinue topublish detail guidance, in line with the
particularities of their payment system(s),itgplementthe policy andprocedures contained in
this volume and required by law. Thsay include some othe otherpolicies andprocedures
from manuals and regulationged in thefirst sentence of this paragraph. The long-range goal is
to incorporateall of the DoDComponents anBoD contractopayment manuals and regulations
into this Regulation(DoD 7000.14-R). Until the transition is complete, thepplicable DoD
Componentsmanualand regulationsnay beused to supplement this Regulation. In case of
conflict between those applicable regulations and manuals, this Regulation will prevail.

C. This volumedoes noprovide desk procedures fany contractorpayment
system at any of thdisbursing offices.Desk proceduresilvbe developed by each DFAS Center
which will enable each of them gupporttheir currentpayment system(s) until such time as all
DoD disbursing offices are operating under the same payment system.

010102. General

A. This volume governthe determination of the propriety for expenditure of
funds for materials and services, agll as informationfor contractor debtollection. Each
contracting document should designatedisbursing office which will makéhe payment on the
contract. Unless otherwisestated inwriting, only the disbursing office designated by the
contracting documemnhay make payment. This volume providd® necessary guidance to the
disbursing office to ensure that payments are made properly.

B. See Volume 1 for a list of the definitions used in this Regulation.
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O 010103. Matching of Request fétayments to Obligations aridabilities Before
Disbursement
(] A. Obligationsare established as prescribed in VolumeChapter 8 ofthis

Regulation. Liabilities, includingccountspayable,are established as prescribed in Volume 4,
Chapters 8 and 9 of this Regulation. ™mpecific obligations directlyelated to eaclpayment
request must belentified beforehe requestegayment is made. Alsthe undisbursed balance
of each applicable obligation must &afficient tocover thatobligation’s share ofhe requested
payment beforé¢he payment is made. In additiothe undisbursed balancghall be sufficient to
also coverall entitlements forpaymentsthat have beemreviously scheduled against the
obligation. In the case of operontractsfunded by canceled appropriationsemorandum
obligation records will be maintained andused in thesame manner a$r non-canceled
appropriations

O B. General Payment Distribution Requirements

(] 1. To enablethe paying office to match payments the applicable
obligations, requests fa@ayment musidentify amounts by contradine items(CLINS) or siline

items (SLINs), asspecified in subparagrapt®l0103 C., D.,and E. below. For delivery
payments, distributions dhe requested amount to CLINs or SLINs should be based on actual
deliveries or performanceFor financing paymentsthe distribution to CLINs or SLINs can be
made on best estimates based on available information.

O 2. If at any timethe Administrative Contracting Officer becomes
aware ofinformation that indicates a distribution dinancing payments is in errothe paying

office shall be immediatelgdvised otthe necessary change in distribution. If prpayments are
involved, the matching of suclpayments to obligationshall be adjusted and thg@ayments
correctly applied. However, such adjustmentshspaymentrecords shoulahot impact actual
payments to the contractor.

[ 3. No CLIN or SLIN shall befunded byboth R&D and non-R&D
obligations.
(] 4, Upon completion of delivery paymentthe applicableamounts of

financing payments previously identifieglith each obligationshall be adjusted to reflect the
matching delivery payment.

O C. Research and Development (R&D) Contracts
(] 1. For purposes ahis subparagraph, an R&Ebntract isdefined as
one that is:
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i a. A contract forR&D purposes asdefined in DFARS
235.001, and
0 b. Funded with R&D appropriations.
0 2. Separate CLINs or SLINs within a non-R&D contract that meet the

above definition of an R&D contract will be considered R&D (rather than non-R&D) contract line
items and the policies in this section apply to such line items.

0 3. R&D contracts,R&D CLINs, or R&D SLINsmay have multiple
R&D fund citations.

0 4. If provided, distribution of payments tmntractlines and related
obligationsshall be inaccordance wittAdministrative ContractingOfficer direction. Inthe case
of delivery paymentghe contractoshould provide an identification tifie specificCLINs and/or
SLINs on the invoice.

O 5. For delivery paymentsthe payment shall be applied solely to the
obligations identified withthe specific CLINs and/or SLINs forwhich delivery hasccurred.
Entitlement to thepayment will be verified by matchinthe contractor’'sinvoice for specific
CLINs/SLINs with arecord of thedelivery and/oracceptance. Before the requesp@gment is
made, thébalance of undisbursed amounts (unliquidated obligations), mustfft@ent tocover

this requested paymentasll as allpreviously scheduled entitlements. Payments will be made in
a manner consistent with the provisions of the Prompt Payment Act.

0 6. For financing payments, inthe absence of Administrative
ContractingOfficer direction, R&D contractor workshall beassumed to be performed for the
benefit ofthe oldesundisbursed (unliquidated) obligations. Thereforghaabsence of direction
identifying the distribution ofpayments to specifi€LINs and/or SLINs, dinancing payment
request for an R&[ontract, oR&D CLINs and/or SLINswithin a non-R&Dcontract,shall be
distributed by the paying office to the oldest undisbursed obligations available.

O a. To distribute thepayment to the oldest undisbursed
obligations on contracts funded by more than one obligation,dligfationsshall begrouped by
the fiscal year (FY) of the financing appropriation(s).

[ b. If, when an R&D payment is distributed tospecific FY,
undisbursed balancese available on any obligatiofor that FY, thepayment amounapplicable
to that FYshall bedistributed on an equal percentdgesis to althe unpaid obligations fothat
FY. Forexample, ifthe available undisbursed balandes all the obligations within a FY total
$1,000 and thénancing paymentotals $200, thgpayment shall beistributed to 20 per cent of
each of the unliquidated obligations.
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i D. Non-R&D Contracts
[ 1. Contracting officers willstructure all non-R&D contracts and

modifications to non-R&Dcontracts to ensure that a separate CLIN or SLIBstablished for
each unique obligation. In no instarstell aSLIN be funded by more than ooéligation nor
shall a CLIN, that does not have supporting SLIN(s), be funded by more than one obligation.

D 2. For eachpayment request under a non-R&D contract, the
Administrative Contracting Officer or, in the case ofdelivery paymentsthe contractorshall
provide thepaying office with an identification dhe payment bySLIN or CLIN (when a CLIN
does not haveupporting SLINs). Théentificationwill be based on actual performance for all
delivery payments. This identificatioshall beprovided either with each request fpayment,
except in the case of contrdtancing payments. Contractfinancing paymentequestsnay be
provided as an extended schedule for application to mul@ggeests on one contract. The
distribution of contract financing payments may be based upon:

(] a. The contract delivery schedule;

(] b. A profile of anticipateccontractorexpenditures developed
by the program oitem manager, or developed wittime contractdministration office, based on
historical spending patterns, or other knowledge of contractor performance of similar efforts;

(] C. ContractFundsStatus Reports provided under a contract
requirement for contractor cost reporting, if available;

[ d. Otherspecific information hat is pertinent taleveloping a
reasonable forecast of the contractor’'s work progress;

[ C. A best estimate of the contractor's anticipatedrk
progress based upon a general knowledge of the contractor or industry practices.

D 3. Based upon the distribution by CLIN @&LIN, a request for
financing payment shall be matched @usted to thapplicable obligatiomecords. Foexample,

if the payment amount is distributed p@rcent to one CLIN; 20 percent to a second CLIN; and
50 percent to a third CLIN, then, 30 percent of pagment should be chargedtte obligation
funding the first CLIN, 20 percent of timayment should be chargedtte obligation funding the
second CLIN, and 50 percent of thayment should be charged ttze obligation funding the
third CLIN.

(] 4. For delivery paymentsthe payment shall be applied solely to the
obligations identified withthe specific CLINs and/or SLINs forwhich delivery hasoccurred.
Entitlement to thepayment will be verified by matchinthe contractor’'sinvoice for specific
CLINs/SLINs with arecord of thedelivery and/oracceptance. Before the requesp@gment is
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made, thébalance of undisbursed amounts (unliquidated obligations), mstfft@ent to cover
this requested payment asll as allpreviously scheduled entitlements. Payments will be made in
a manner consistent with the provisions of the Prompt Payment Act.

0 5. If an obligationdoes not have aufficient undisbursed balance to
cover thewithhold amount plushe identified amount of a paymentquest and the amounts of
entitlements previously scheduled agath& obligation, theAdministrative ContractingOfficer
and the source finance and accounting office shall be contacted to assist in resoinibgltree
before the payment is made.

O E. Mixed Contracts

[ 1. For contracts thainclude both R&D and non-Ré&Dlines, the
AdministrativeContractingOfficer shallprovide thepaying office with identification othe R&D
and non-R&D CLINs or SLINs.

(] 2. The R&D CLINs or SLINs on such contrastsall betreatedunder
subparagraph 010103 C. above, and the non-R&D CLINs or S&ldl betreated under
subparagraph 010103 D. above.

D 3. On paymentrequests formixed contracts, theAdministrative
Contracting Officer shall identify the amount distributed to each non-R&D CLIN or SLIN and the
total amount distributed to all R&D CLINs ant SLINSs.

0102 CONTRACTS
010201. General

A. The contacting officethat executes a contract orodifies it distributes the
copies in accordance with the Fedehghuisition Regulation (FARX.2 and theDoD Federal
Acquisition Regulation Supplement (DFAR2)4.202. Except for contractspecified in
paragraph 010201-B and 010201-Gjgned copy is sent tibe disbursing office. A signed copy
is a complete and accurate copy of tidigating document anohcludesthe date ofexecution
and names and titles tfose whaosign them. The disbursingffice's copysupports thg@ayment
and is attached to the retained copy of pagmentdocument. Foelectronic transmission of
information, see Chapter 17 of this volume.

B. For small purchases, adefined in FAR13.000, theoriginal copy of the
purchase order (DD Form 1155, Order for Supplies or Services), will be sigtieel gntracting
officer, andwill be sent to thedisbursing office. Upon receipt of thenaterial or services, the
receiving officeforwards one copy of therder to thalisbursing office aproof of receipt. After
processing as a proof of receigdisbursing office personnel wilttachthis copy tothe retained
copy of the payment document.
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C. Authenticated or signed copies of BUyS. Here (BUSH) contracts are not
required to be sent to tliksbursing office. The overseas basatracting officers provide their
local disbursing offices with a copy of the BUSH authorized price lists.

010202. Contracting Relationship

Close working relations between tdesbursing office anaontracting personnel
(Procurement Contractin@fficer (PCO), Administrative Contracting Officer (ACO), or
Termination Contractingfficer (TCQ)), arenecessary fothe timely and accuratéandling of
financial transactions in contracting arghying for material and services. Functioase so
interrelatedthat disbursing office personnel must fagniliar with contracting regulations. These
include,but are notimited to the FAR, DFARS, and the PrompaymentAct (PPA) of 1982,
PublicLaw 97-177, and the PPAmendments o0l988,PublicLaw 100-496. The references to
contractingpolicies in this manuadre only for guidance tadisbursing offices. The contracting
manuals governs contracting actions.

0102083. Number of Payments

A contract or purchaserder may bepaid on one voucher @ll materials or
servicesare received. There is rdionit to the number of partial paymenthat may be made
unlessthe contractual document states otherwise. ExcefinBdipayment, partial paymenill
only be made if payment amount is $10 or more.

010204. Contractor Invoices

A contractor'sinvoice represents &ill or written request fopayment. To be
consideredproper, aninvoice must contain specified informatiorRParagraph 07020lists the
criteria for a proper invoice.

010205. Classified Contracts

When a basic contract is classified with a very restrictive and limited need to know,
the disbursing officemay receive a copy containintpe minimum data required fopayment.
These contracts are sufficient supporidnch to base payments. Disbursing offioesst ensure
that classified information isppropriately safeguarded. Payment documents must be processed
as if it were a'normal” payment, and before a payment is matleprescribed documentation
necessary for payment must be in the disbursing office.

0103 QUALITY AND INTERNAL CONTROL

010301. Quality Control

The disbursingoffice will establish a QualityControl function to review their
paymentprocess tdelp ensurehat paymentsaremade correctly and in taimely manner. There
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are numerouguality control issuesthat will be included inthe area ofresponsibility. As a
minimum, the following tasks will be performed:

A. Determine compliance with prescribing regulations and directives.
B. Determine timeliness of responses to internal and external requests.
C. Suggest changes to operating procedures, within regulations and directives,

to increase the efficiency of the office.

D. Determinethat operating procedures contample internalkcontrols and
that they are applied in actual operations.

E. Assist in conducting training sessions.
F. Determinethe need to follow-up on external audit amtiernal review
reports.
010302. Internal Control

The disbursingoffice mustensure that writteinternal controls are inplace to
preclude improper preparation, certification, grayment of monies, as well #ise proper
handling ofdebt collection frontontractors or othdsusiness entities. Internabntrol standards
areissued bythe ComptrolleiGeneral for use iestablishing andnaintaining systems of internal
control. Those standards agplicable to albperations anddministrative functionsHowever,
they are notintended tolimit or interfere withduly granted authority for the development of
legislation, rulemaking, or other discretionary policy making.

010303. Contract Reconciliation

Upon request, thdisbursing office willwork with the PCO, ACO, TCO, or the
funding station to provide information on dormacntracts. Inmany ofthese situations, the
actionsbeingrequested require the contraatministrator to become involved and provide the
information rather than the disbursing office.

010304. Electronic Signature

A. Electronic signature is the recommended method of approving vouchers
processed through an automatggstem. Iffinal certification of vouchers is accomplished
electronically, the electronic signal osymbol adopted as theertifying officer's electronic
signature must be:
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1. Unique to the certifying officer.
2. Capable of verification.
3. Under the sole control of the certifying officer.
B. Electronic certification ofthe final voucher also requirethat control

procedures be in place to ensdie authenticity of transmittedata, including the electronic
signature. Such controls must provide reasonable assuthateleliberate or inadvertent
manipulation, modification, or loss of data during transmission is detected.



